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Investigative Audit – Epic Charter Schools

• 10.1.20 - OK State Auditor and Inspector released an audit of 
Epic Charter Schools 

• 10.12.20 - State Board meets and issues demand pursuant 
to 70 O.S. Section 18-118 for return of $11M within 60 
calendar days of Epic receiving relevant work papers

• 10.13.20 - Statewide Virtual Charter School Board votes to 
initiate termination of Epic One-on-One

• 10.20.20 - State Board demand letter sent to Epic
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Oklahoma Cost Accounting System
(OCAS)
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OCAS – 70 O.S. Section 5-135
• OCAS is a system of codes for initiating, recording and paying for all 

purchases and obligations, and then for recording revenues and 
expenditures of school districts.

• Each board establishes adequate procedures and controls for 
purchases and obligations

• Invoices
• Purchase orders
• Authorized persons to purchase
• Approval of all transactions after ascertaining proper accounting and process is 

followed
• School districts are required to use the accounting systems approved by 

the State Board of Education to be in compliance.
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OCAS – 70 O.S. Section 3-136

• Requires charter schools to "prepare a statement of actual
income and expenditures" for the fiscal year that ended on 
the preceding June 30.

• Requires the statement of expenditures to use OCAS codes 
as defined in rules of the Board.

• Prohibits charter schools from submitting estimates of 
expenditures or prorated amounts to meet 
the requirements.
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OCAS – 70 O.S. Section 5-135.2
• Requires all districts to enter prior year’s actual revenue and 

expenditures by September 1, through OCAS.
• Districts may begin submission on July 1; upload trial data at any time
• Administrative rules formerly provided an opportunity for districts to 

review their September 1 submissions until December 15. After 
December 15, no changes could be made to the data by the school or 
OSDE.

• Why December 15 and no changes? Transparency Index and federal 
reporting

• OSDE passed emergency rules in April to change this process.
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Epic OCAS Compliance
• Year over year, Epic uploads information for the first time on or 

near September 1. Schools may begin uploading July 1 for the 
prior fiscal year. Epic One on One OCAS activity:

• 2016 – 37 uploads on Sept 1, none prior; 10 uploads on Dec 15, no 
activity in between

• 2017 – 41 uploads on Aug 31/Sept 1, none prior 
• 2018 – 10 uploads on Aug 29/Sept 2; 5 uploads on Dec 16
• 2020 – 2 uploads Aug 27 with 1068 errors; 21 uploads Aug 30/Sept 1

• Epic Blended presents a similar pattern.
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2016 Epic OCAS Submission

• September 1: 37 uploads
• December 15: 10 uploads, including reclassifying $2.4M
• New "edit checks" are periodically implemented after 

reviewing prior year OCAS submissions and noting the use 
of problematic coding combinations.

• An edit check produces an error if certain OCAS codes are 
used together. Currently, 404 edit checks exist.
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2016 Epic OCAS Submission
• A new edit check in 2016 prohibited the 2321-320 

coding combination, which resulted in the One-on-One 
submission being flagged as improper.

• Function 2321: Office of Superintendent; Object 320: Professional-
Education services

• Edit checks are created well before the reporting deadline.
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2017 – OCAS

August 31: 4 uploads, 271 errors
September 1: 37 uploads, 191 errors
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Monday, August 28, 2017

• Email from OSDE to Epic: "As of 
today our records show that your 
district's FY17 OCAS expenditure 
and Revenue records are not 
locked." (no response)

• August 31: "Second Notice" (no 
response)

• September 1: No submission as of 
3:30 p.m.
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Thursday, October 19, 2017
• OSDE completed a review of 

Epic's FY17 Revenue and 
Expenditure data submission

• 9 categories need to be 
addressed; have errors. 
Categories include:

• Administrative Costs
• No expenditures to Superintendent
• Fund balances

• Response requested by 10/30; 
Epic responded on 11/15; OSDE 
had more questions and 
information was still missing
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Thursday, October 24, 2017

• Questions and corrections to 
OCAS data

• OSDE offers in-person 
assistance across 4 days

• No response to offer
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Communication Post 2017 Deadlines
• Deadline 12/15 to certify all 

actual revenue, expenditure 
data for the prior year

• Dec 20: Epic asked to meet 
OSDE to "make sure coding 
is correct from the start"

• 2018: Epic coded 
expenditures to unaccredited 
sites; OCAS data cannot be 
changed
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2018 – OCAS
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September 2018

• Deadline Sept 4
• Sept 4 OSDE to Epic: data 

has not been uploaded or 
locked; please provide

• 25 uploads; 373 errors
• Sept 11 OSDE: reviewed 

data, questions identified
• No response from Epic
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November – December 2018
• Nov 2 OSDE to Epic: "the 

OCAS data has not 
been corrected and 
responses [have] not 
been received."

• Dec 6 OSDE: "figures are not 
going to change when nothing 
has been uploaded since 
September 4, 2018."
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2019 – OCAS

August 29: 6 uploads, 880 errors
September 2: 4 uploads, 219 errors
December 16: 5 uploads, certified within final hour
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Monday, December 16, 2019
• Deadline day, OSDE to Epic: "have to 

have responses to questions I have 
asked"

• OCAS/School Personnel conflict
• No employees reported for Blended; 

100% decrease from prior year report
• Site codes are not correct
• Lapsed appropriations
• Documentation on 10% mgmt fee

• Epic responds to some questions, says 
correcting other information

• OSDE: "This has to be completed today"
• Epic certifies just before 5:00
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Friday, December 20, 2019
• Epic did not submit corrected 

OCAS data until the deadline, 
Dec 16

• OSDE request for detailed 
documentation/purchase 
orders on the following 
questions below

• 29 questions b/w One-on-One 
and Blended

• Responses due no later than 
January 15, 2019.
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Friday, February 7, 2020
• Epic requests meeting to discuss HB 

1395 coding
• OSDE: please be prepared to discuss 

the 29 questions from Dec 20
• Management fee documentation
• School personnel
• Site codes
• Documentation on $12M coded to 5800
• Documentation on Contracted Services
• Documentation on Supplies
• Documentation on Property
• Explanations for coding
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Meeting – February 10, 2020
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Separate Entities

• Separate charters
• Separate sponsors
• Separate governing board
• Separate county-district-

site code
• Separate audits
• Separate DUNS Number

• 2018 – separate payroll and 
reporting (audit p. 41)

• 2019
• Teachers Retirement: "false 

information" when One submits 
for Blended

• OSDE: 
Federal Programs monitoring

• 2020
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Epic's Response (2.11.20 & 2.21.20)
• Revenue is received and deposited in 

separate bank accounts – clear and distinct;
• Payroll options to be for 2021;
• Request meeting in late March or April to 

revisit items from Feb 10 meeting
• Below items and attachment responds to 

questions 2, 3, 6, 7 and 12e (from Dec 20 
email)

• "much of the dollars coded to 733 should 
have been coded to certified salaries"

• Epic Blended does not run a payroll and has 
no employees, per se;

• Blended provides reimbursement to One-on-
One and codes this as 5800
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Non-Responsive
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• Documentation for:
• Management fee (10% Epic 

Youth Services, LLC)
• Contracted Services
• Tuition expenses
• Property
• $12M coded to 5800

• Lapsed appropriations do not 
match

• Separate entity, reporting 
and operating

• Increases and decreases from 
prior year

• Certified salaries decreased 100% 
at Blended

• Property services went up 126%
• Prof services increased 124%
• Other non-travel services up 110%
• Specialized Supplies and Materials 

increased 407%
• 1266% increase in dues, fees and 

judgments



2020 – OCAS

August 27: 2 uploads, 1068 errors
August 30: 10 uploads, 540 errors

September 1: 11 uploads, 197 errors
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House Bill 1395 (2019)
• Requires "the total amount paid to an [EMO] as well as itemized expenditure 

information for the goods or services provided by the management 
organization" to be reported through OCAS, using appropriate codes

• Owner of a management organization must disclose to governing board in 
open meeting an ownership position in any business that contracts with the 
school

• Effective July 1, 2019 for the 2019-2020 school year
• Data is not reported under these rules until Fall, 2020
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2020 Epic HB 1395 OCAS Submission
• Epic Certified 9.30.20
• $519,000 Management Services v. 

$759,000 Advertising
• Sample invoice from March 20, 2020
• Request source documents for "Certified 

Salaries"
• "None of your business"
• Supplanting?
• Purchase orders

• "000000" as code identified
• Blanket
• No board approval

• Unable to validate services being paid for

30



School Personnel Reporting
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• School Personnel Report
• 0 support employees at Epic Blended
• Certified employees are all reported as 61% One-

on-One and 39% Blended
• Not one employee reported full-time at either 

school
• Certified employees reported at Blended; 

however, Flexible Benefit Allowance (FBA) report 
- 0 certified employees at Blended

• FBA – state apportionment is $7,391/mo. per 
employee

• Epic: $2,340 (Blended) + $3,733 (One) = $6,073
• $1,318 short per employee, each month
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School Personnel Certification
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Federal Programs Monitoring

• Federal regulations – on-site reviews of school districts 
receiving federal funds

• All districts receiving federal funds are monitored at least once 
every three years

• Epic Blended (opened in 2018)
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English Learners
• Title III of ESSA, Title VI of the Civil Rights Act of 1964
• Department of Education and Department of Justice, Office of Civil Rights
• Identify and serve EL students to ensure meaningful participation and access to educational programs
• Identification

• 2018-19
• October 1: 84 students
• Full Academic Year: 61 students

• 2019-20 (enrollment 7,700)
• October 1: 83 students
• Full Academic Year: 107 students
• State average: 9%
• OKCPS / Tulsa PS: 11,000 and 6,420

• Services not reflective of enrollment and instructional operations
• 21,500 of 23,000 attend full-time virtual
• LIEP: “mainstream placement,” “pull out EL services based on students need”
• ESL Manager provides material support by “prepare[ing] resources and materials for teachers who 

have identified Els in their classroom” (Emphasis added).
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McKinney-Vento 

• Homeless children and youth
• Identification & services
• Epic

• 17-18: 4 students
• 18-19: 0 students
• 19-20: 576

• No expenditures or services to the identified students
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Special Education
• Complaint filed December 9, 2019
• "did not provide instructional time for the majority of the 2018-19 

school year"
• Epic policy: "Direct Instruction should total 1 hour a week split 

among the areas of need for that student. EX: reading, 
writing, and math would be split by 20 minutes each to equal 1 hr. 
If there is only one weakness, it will be 60 minutes in that one 
area."

• Non-compliance with requirements of federal law
• Conduct a review of services for students receiving services and 

report to OSDE. To date, no report has been provided.
Audit Review – Confidential37



Economically Disadvantaged Enrollments
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• Economically Disadvantaged – student whose household falls 
within federal eligibility guidelines in the school year for which 
the determination is being made - OAC 210:25-3-8

• Weight in the state aid funding formula
• Low-income student counts for each district are used to 

generate federal funds
• Counts are certified by each district superintendent every 

year, for the year for which the determination is made
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Economically Disadvantaged - Summary
• 200 forms reviewed
• 71 of 200 use income of $22,311
• No welfare
• No alimony
• No child support
• All one income families
• 4 list income as "up" without a numerical value
• 1 without any income or wording identified
• Application submission dates begin February 8, 2019
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Charter Sponsor (Authorizer): Contracts with school (terms, 
enforcement, amendment, term); oversight of school (70 O.S. Sec. 3-145.3; 
performance review (governing board, academics)

School Board: governing body of the school; responsible for policies
and operational decisions of the school, enters contracts, approves finances,
employment and OCAS reporting. (70 O.S. Sec. 3-136, 5-117)

School Leadership: This person or team runs the day-to-day
operations of the school; hired and reports to school board.

State Board of Education: Supervision of all schools; state budget,
accreditation of schools, apportion state aid to eligible schools, agent/liaison for
federal agencies (70 O.S. Sec. 1-105, 3-104)



Accreditation of Schools
• Quality standards schools must meet, including compliance with laws and 

regulations
• State Board adoption, shall provide for warnings, probation or nonacredited status 

for schools that fail to meet standards
• Must meet all applicable regulations and statutory requirements at the beginning 

and throughout the year
• Categories

• No deficiencies
• Deficiencies
• Warning
• Probation 
• Nonaccredited
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Categories
• No deficiencies – standards are being met
• Deficiencies – site fails to meet one or more standards but does not detract 

from educational program
• Warning – site fails to meet one or more of the standards and deficiency 

seriously detracts from the quality of the school’s educational program
• Probation – one or more of the following:

• Consistently fails to remove or make substantial progress to meeting all 
deficiencies from prior year

• Consistently violates regulations; and/or
• Deliberately and unnecessarily violates one or more of the regulations

• Nonaccredited – no longer recognized by the State Board
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Recent Accreditation Actions
• 2020

• Albion – Probation
• administrative costs; audit findings (payroll not supported by employee contracts, purchase 

orders dated after invoice, purchases not approved by school board); fail to comply with 
OCAS; federal programs noncompliance

• Keyes – Probation
• failure to offer required minimum course units or competencies; noncompliance in 

alternative education 

• 2019
• Seeworth Academy - Nonaccredited

• Noncompliance with Federal Programs and finances. 
• Langston Hughes Academy – Probation, then nonaccredit

• noncompliance with laws and regulations (Open Meetings, special education, school 
environment)

• Cave Springs – Probation
• board members have not met required trainings

Audit Review – Confidential47



Recommendations
• Governing Board:

• Independent review and assessment of capacity and expertise, taking into 
consideration current term limits for existing board members, and add membership as 
needed to allow the board to fulfill its governance duties.

• Review each contractual agreement for the allocation and sharing of costs 
and services, and amend as needed to ensure it requires the reporting and accounting 
of actual costs and expenditures to each separate and distinct entity that is part of the 
agreement(s).

• Ensure all personnel have employment agreement. Employment agreements 
accurately reflect duties, expectations and employing entity.

• Ensuring compensation and benefits are timely and accurately provided to personnel.
• If personnel are employed by another school, ensure compliance and awareness of 70 

O.S. Sec. 5-106A
• Ensure the uniform reporting of actual costs and expenditures to the OSDE 

Office of School Personnel Records and OCAS
• Timely reporting and work with OSDE to ensure this work is done
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Recommendations
• Financial, purchasing and acquisitions

• School board to approve all financials (expenditures, encumbrances, purchase 
orders).

• Fiscal management plan and designate an Oklahoma State Department of Education 
(OSDE)-approved independent fiscal agent that reports monthly to the OSBE.

• Invoices paid shall be itemized, describing the items purchased, the quantity of each 
item, its unit price, its total cost, and proof of receipt of such goods or services.

• Discontinue distribution, sharing, loaning or otherwise entanglement of Oklahoma 
school source funds to support schools and/or entities that manage schools outside of 
Oklahoma

• Provide and implement all required corrective actions identified in Federal 
Programs

• Instance of non-compliance may subject status to further change
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